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IBRD Loan to Development Bank in India 


The World Bank on October 28 made a loan 
equivalent to US$20 million to the Industrial Credit and 
Investment Corporation of India Limited (ICICI), a 
privately owned and managed development bank. Like 
two earlier Bank loans of $10 million each to the 
Corporation, the new loan will be used to meet the 
foreign exchange requirements of projects financed by 
the ICICI. It is for a term of 10 years, which may be 
extended to 14 years by agreement between the Bank 
and the ICICI with respect to individual projects for 
which a longer period is appropriate. Interest will be 
applied to each portion of the loan at the Bank’s current 
rate when such portion is committed for one of the 
ICICI’s projects. Amortization of the loan will begin 
on November 1, 1963. The loan is guaranteed by the 
Government of India. 

The ICICI, which was organized with the advice and 
assistance of the World Bank to promote the growth of 
private industry in India, was established in Janu- 
ary 1955 by private investors of India, the United King- 
dom, and the United States. It makes long-term and 
medium-term loans and equity investments, has been a 
vehicle for channeling foreign exchange into industry 
and for developing the local capital market through its 
own underwriting activities, and has provided guidance 
to industry in financial and managerial policy. 

Including the new loan and the $20 million lent 
earlier by the Bank, the total resources of the ICICI 
amount to Rs 421 million ($89 million). These re- 
sources include Rs 50 million of paid-in share capital 
(70 per cent of which is held by Indian shareholders and 
the remainder by British and U.S. private interests), 
Rs 175 million of advances and credits from the Govern- 
ment of India, and Rs 5 million of retained earnings. 

In its five and a half years of operation, the ICICI 
has approved loans and direct equity participations 
amounting to Rs 154 million ($32 million), and its 


Membership of the Sudan in IFC 

The International Finance Corporation (IFC) an- 
nounced on October 21 that the Republic of the Sudan 
had signed the Articles of Agreement of the Corpora- 
tion, to become its sixtieth member country. The 


underwriting transactions in shares have totaled 
Rs 84 million ($18 million). In the Indian capital mar- 
ket, it is usual for a substantial part of the capital 
issues of new enterprises to be taken up initially by 
the underwriter and held until the market for the shares 
has been developed; the ICICI has taken up Rs 36 mil- 
lion ($7.6 million) of shares it has underwritten. It has 
already sold some of these shares, as well as some of 
its direct equity participations, at a capital gain. 

If India’s targets for employment and production 
under the Third Five Year Plan (1961-66) are to be 
achieved, the rapid rate of expansion of private industry 
in the Second Plan must be maintained. While the 
ICICI’s investment is small compared with the total 
investment in the private sector, its contribution to the 
economy is significant. The proceeds from the first two 
World Bank loans have been allocated to 32 projects in 
a wide variety of undertakings, including electrical, 
chemical, mechanical, shipping, textile, fertilizer, and 
building materials industries. These projects on the aver- 
age may be expected to generate annual net foreign 
exchange savings at least as large as the amount of 
foreign exchange invested in them. 

About 60 per cent of the ICICI’s loans have been 
in foreign exchange. During the past year and a half, 
foreign exchange loans averaged $10 million annually. 
The funds provided by the $10 million Bank loan made 
in July 1959 have been committed much more rapidly 
than had been expected, testifying to the high rate of 
industrial activity, the vitality of the private sector of 
the Indian economy, the improved facility of the ICICI 
in processing applications, and the continued shortage 
of foreign exchange. 


Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D.C., 
October 28, 1960. 


Sudan’s capital subscription to IFC is $111,000, bring- 
ing the total subscribed capital of the Corporation to 
$96,617,000. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., October 21, 1960. 
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Accession to GATT 
Nigeria became on October 1, 1960 the thirty-eighth 
contracting party to the General Agreement on Tariffs 
and Trade. 
Source: European Office of the United Nations, Press 
Release, Geneva, Switzerland, October 18, 
1960. 


Europe 


The U.K. Economy 

The U.K. Chancellor of the Exchequer, Mr. Selwyn 
Lloyd, said on October 20 that it was too soon to talk 
of demand becoming insufficient, but that the current 
restrictive measures in the United Kingdom would be 
eased as soon as it was safe to do so in the interests of 
the economy’ as a Whole. He added “that is, as soon as 
we judge that the rate of investment and the growth of 
exports will not suffer thereby... . Meanwhile we must 
avoid whatever may hamper the expansion of our 
exports and foster whatever may encourage them.” 

In the first half of this budget year, the over-all 
budget deficit had run at a rate rather higher than last 
year (see this News Survey, Vol. XII, p. 538) and, 
in addition, the Exchequer had to finance an increase 
in the reserves of gold and convertible currencies. The 
Chancellor observed that dealing with the problem of 
the financial needs of the Exchequer has thus far proved 
easier than might at one time have been expected. 
National savings are bringing in substantial sums, 
although not quite as much as last year. Furthermore, 
many people have begun to see the attractions of gilt- 
edged securities at their present prices. 

On the subject of costs and prices, the Chancellor 
emphasized that consumer prices have been fairly stable 
for about 2% years, but a new set of wage demands 
seems to be following rather rapidly on the last round. 
In his view, a heavy responsibility lies on all concerned 
to guard against actions that would push up the general 
level of costs and bring price stability to an end. 

Referring to the balance of payments and the 
strength of sterling, the Chancellor said that during 
most of 1960 sterling has been strong in the exchange 
markets and the reserves have been rising. “Neverthe- 
less, the underlying position is not good enough. For 
over a year now our current overseas earnings have not 
been enough to pay for imports, to meet our necessary 
public expenditures abroad, and also to fimance the 
large and steadily increasing flow of overseas aid and 
investment.” The present level of short-term interest 
rates in the United Kingdom has attracted substantial 
funds to London. While this has increased U.K. reserves, 
it has brought a corresponding increase in U.K. liabili- 
ties. “Such an inflow does not provide a dependable 
basis for sustaining our long-term investment and aid 
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policies. For that we have no alternative but to seek 
continuous improvement in our export performance, 
which by comparison with our needs has been disap- 
pointing in recent months.” Mr. Lloyd emphasized that 
the achievement of higher exports is primarily the role 
of exporters themselves. The Government's role can be 
only indirect, i.e., to help with publicity and information, 
to help with export credit guarantees, to reduce conflict- 
ing pressures at home, to negotiate fair trading con- 
ditions abroad, and generally to remove hindrances. 
The Chancellor referred to the new Export Council for 
Europe and also to the extension of the facilities offered 
by the Export Credit Guarantee Department (see below, 
p. 555) which he hoped would ease certain problems 
that affect exporters of capital goods. 

The Governor of the Bank of England, Mr. Cameron 
Cobbold, at the same time stated that, while it would be 
unwise to make any changes in credit restrictions until 
there was no risk of “starting the pot boiling again,” it 
would be equaily unwise in view of developments in 
other centers to maintain too much rigidity too long 
“merely for fear that minor adjustments might be mis- 
interpreted as a change of direction.” The Governor 
commented that investment demand is still heavy and, 
though there are soft spots, consumer demand as a 
whole is at least maintained. The rising boom of the 
early summer and the upsurge of bark credit of the 
past 18 months have gone “off the boil,” but business 
remains very active and demand for credit brisk. 


The Governor remarked that now, as in earlier years, 
monetary policy can carry only a part of the burden of 
economic adjustment, and cannot be effective if it is 
expected to work against, rather than in support of, 
government policies in fiscal and other fields. Referring 
to the special deposits scheme (see this News Survey, 
Vol. XII, p. 342), Mr. Cobbold commented that it is 
not particularly mysterious; indeed it is very similar to 
schemes that have been in use elsewhere. He added, 
“I am not myself enamoured of these technical devices. 
Their usual purpose is to correct an excess of liquidity 
which it would be better to prevent at the source. But 
prevention is not always possible, and special deposits 
have this year proved a useful addition to our monetary 
armoury. Without going too far into technicalities | 
would add two comments on this subject. Experience so 
far has confirmed us in the view which we expressed to 
the Radcliffe Committee that this device is to be pre- 
ferred to other similar arrangements having approxi- 
mately the same effect. And I still have the feeling that 
any prolonged or frequent use of this system (or indeed 
of any form of credit squeeze on the banks, voluntary 
or compulsory) is both unfair to the organized banking 
community, and in the long run liable to be ineffective 
unless some similar restraint can be applied to wider 
categories of short-term lenders.” 
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The Governor commented that significant changes 
had already taken place in the exchange markets 
in 1959. The greater sense of stability of currencies and 
the higher degree of convertibility meant that different 
levels of interest rates in different centers were having 
more effect on the movement of funds from one country 
to another than in the earlier postwar years. This tend- 
ency, the Governor said, has become more pronounced 
in recent months. “It is a sign of freer trade and pay- 
ments and of more international confidence. Provided 
that movements do not get too big and that there is no 
underlying disequilibrium it need not bother us unduly. 
I see no cause to cheer when these short-term money 
movements cause our reserves to rise; nor shall I see 
cause to complain if our reserves fall because they go 
the other way. This is what reserves are for and a good 
deal of what now looks like short-term money may in 
fact turn out to be more permanent investment. I hope 
that we shall all get more used to regarding the 
International Monetary Fund as a second line of reserves 
for this sort of purpose. Too little importance has been 
attached to the very large increase in their facilities 
which was arranged last year, and to the part which 
they can play in offsetting these movements. 


“Provided that countries are pursuing proper finan- 
cial policies the Monetary Fund will doubtless be willing 
to stand behind them. I should like to see countries 
draw on these facilities as a matter of ordinary business 
when they need to reinforce reserves, and repay when 
reserves are rising; recent advance repayments by Her 
Majesty’s Government have been an instance of this 
policy. 


“If drawing on the Monetary Fund is regarded as 
only a last resort, then half its utility is lost because it 
will come to be seen as a crisis measure which may 
cause as much nervousness as it allays. 


“Yet we cannot be wholly confident that these move- 
ments of funds between markets can always be kept 
within reasonable bounds. Any major and persistent 
movement which went unchecked might threaten stabil- 
ity. The mere fact that interest rates are materially higher 
in some countries with a balance of payments surplus 
than in some others with a deficit suggests that, in the 
central banks and treasuries of the world, we have still 
a good deal of hard thinking to do on this subject.” 


Source: The Financial Times, London, England, Octo- 
ber 21, 1960. 


U.K. Bank Rate 


After the announcement of the reduction of the 
U.K. bank rate from 6 per cent to 5% per cent on 
October 27, a Bank of England spokesman said that 
the reduction did not imply any change in the policy of 
credit restriction. He emphasized that continued re- 


straint is necessary, but that under current conditions, 
and having regard especially to the level of rates in other 
centers, the authorities had concluded that 6 per cent 
was unduly high and gave no advantages to the United 
Kingdom as against a rate of 5% per cent. The Chan- 
cellor of the Exchequer also said that he wanted to ease 
credit restrictions as soon as it was safe to do so but 
that, in his judgment, the time for such easing has 
not yet come. 


The Times comments that it is unlikely that the 
‘4 per cent reduction in the bank rate will materially 
affect the flow of funds from New York to London. 
Domestically, the reduction will be reflected in a similar 
cut in the banks’ overdraft rates; the rate on loans to 
first-class borrowers will now be 6 per cent, while rates 
on overdrafts to small companies and private.customers 
will be between 6% and 7 per cent. The London clear- 
ing banks have lowered their rate of intetest on deposits 
from 4 per cent to 3% per cent. The reduction in the 
bank rate will have no immediate effect on building 
society rates, and it is unlikely to have any significant 
effect on the charges of hire-purchase finance companies. 

The response on the Stock Exchange to the news of 
the bank rate reduction was only mild. Gilt-edged prices 
remained firm in spite of the fact that some stock 
bought by speculators before the decrease came back to 
the market later. The Treasury bill rate fell by 4s. 9d., 
to £5 1s. 9.52d., on the day following the bank rate 
reduction. This yield is still high, compared with that 
on U.S. Treasury bills, even after allowance for the cost 
of covering the exchange risks. The Times comments 
that the hardening of sterling, mainly on investment 
demand, reflects this advantage. 


Sources: The Times, London, England, October 28 and 


29, 1960. 


U.K. Exports 


Two important new steps, designed to assist British 
exporters, have been announced by the U.K. Govern- 
ment: (1) the formation of a new Export Council for 
Europe, which will be organized on the same lines as 
the Dollar Exports Council; (2) an authorization to 
the Export Credits Guarantee Department (ECGD) to 
insure, in certain special cases, credit on terms longer 
than the normal maximum. The President of the Board 
of Trade, Mr. Maudling, stressed that it is not in 
Britain’s interests to see a race in credit terms develop- 
ing, but that exporters of capital goods need some help 
to maintain their competitive position, especially in 
countries where a chronic shortage of foreign exchange 
has led to a refusal to place orders without longer credit. 
These terms, Mr. Maudling said, are being met more 
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and more by exporters on the Continent of Europe, 
often supported by government credit insurance and 
government guaranteed finance, but sometimes by use 
of their own or other private resources. The extension of 
credit on terms longer than usual will be allowed when 
it is necessary for a U.K. exporter to match terms 
offered by a foreign competitor with the backing of an 
export credit guarantee institution or equivalent official 
support. Mr. Maudling observed that “this does not 
mean that we intend to take the initiative in lengthening 
the terms of credit. Each case will be considered on its 
merits, particularly having regard to the action taken 
by other governments.” 


Source: The Financial Times, London, England, Octo- 
ber 21, 1960 


Irish Government Loan 


A £15 million loan will be floated by the Government 
of the Republic of Ireland on November 4. The pro- 
ceeds will be used to finance government expenditure on 
agriculture, industry, and other development schemes 
included in the capital expenditure program (see this 
News Survey, Vol. XI, p. 336). The issue is in 6 per 
cent exchequer stock 1980-1985 at 99; the stock and 
interest will be exempt from all present and future 
Irish taxation if the owners are not domiciled or ordi- 
narily resident in the Irish Republic. The stock is being 


underwritten by the Irish banks and will be quoted in 
Dublin and Cork. 


Holders of the 5% per cent national loan 1966 
(the total outstanding on March 31, 1960 was £6.4 mil- 
lion) are given the opportunity to exchange their old 
stock for new; the stock thus issued will be in addition 
to the £15 million flotation. 


Source: The Financial Times, London, England, Octo- 


ber 27, 1960. 


Industrial Investment in the Netherlands 

The Report on Industrialization, recently submitted 
to Parliament by the Netherlands Minister of Economic 
Affairs, covers the period from the middle of 1957 
to the end of 1959. In this period, f. 5.9 billion 
(US$1.55 billion) was invested in industry; this is 
some 7 per cent more than the average target rate for 
the period 1957-62 set forth in the previous Report. 
New investment was particularly important in public 
utilities, and in the metals, chemical, and food processing 
industries. In 1959, industrial investment (f. 2.5 billion, 
or $0.66 billion) absorbed some 6.4 per cent of the 
gross national product. This is about the same as in 
1954-55, a period of stable growth, but substantially 
less than in 1956-57, when overinvestment helped cause 
inflationary pressures. 


During 1960, the rising rate of investment threatened 
to outrun available resources; consequently, the special 
tax facilities for investment were reduced, and restric- 
tions were placed on accelerated depreciation. Despite 
these measures, the rate has remained high, and the 
21 per cent increase in industrial production originally 
set as the goal for the period 1957-62 will actually be 
reached in 1960. A substantial part of investment is 
directed at improving the quality of industrial output 
and increasing productivity, which should strengthen the 
Netherland’s international competitive position. 

Referring to foreign investment in Netherlands indus- 
tries, the memorandum notes that, in the past three 
years, foreign firms opened 89 subsidiaries in the 
Netherlands and undertook participations in 13 domes- 
tic firms. On June 30, 1960, 200 subsidiaries of foreign 
firms were operating in the industrial sector of the 
economy, and foreigners held participations in 124 Neth- 
erlands industrial firms. Of these totals, U.S. companies 
own 116 subsidiaries and have participations in 44 in- 
dustrial firms. Investments by foreigners are concen- 
trated particularly in the metals and chemical industries. 
It is estimated that about 75 per cent of the gross output 
of foreign establishments is exported. 


Source: De Tijd-De Maasbode, Amsterdam, Nether- 
lands, October 4, 1960. 


Installment Credit in the Netherlands 


From September 21, the Netherlands Government 
imposed certain restrictions on installment credit. Since 
the volume of installment purchases of consumer dur- 
able goods has increased substantially in recent months, 
the Government deemed it necessary to restrict the rate 
of expansion of such credit to avoid the recurrence of 
inflationary pressures in the present boom period. 
Henceforth, a 35 per cent downpayment is required on 
the purchase of private passenger cars, and the period 
for which the credit is permitted may not exceed 
24 months. For motor-bicycles and scooters, the corre- 
sponding figures are 25 per cent and 18 months. For 
such goods as electrical appliances, furniture, and 
clothing, a downpayment of 15 to 20 per cent is 
required; the remainder has to be paid for in 12 to 
18 months. 


Sources: Ministry of Economic Affairs, Press Releases, 
The Hague, Netherlands, July 23 and Sep- 
tember 20, 1960. 


Mortgage Credit Fund in Denmark 


Statutes for a Mortgage Credit Fund for Danish 
agriculture have been submitted to the Minister of 
Agriculture for approval. The Fund is an independent 
institution set up by the National Bank of Denmark, 
the Representative Organization of Commercial Banks, 
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and the Association of Danish Savings Banks in collab- 
oration with agricultural associations; the founders have 
appointed members of the management and supervisory 
boards of the Fund. The Fund will grant second mort- 
gage loans on agricultural, silvicultural, and market 
garden property, primarily to enable construction work 
and modernization to be undertaken and to help in 
promoting crop rotation. During an interim period, the 
Fund will be entitled to grant loans to repay debts 
incurred after January 1, 1957 for carrying out trans- 
actions which would have qualified for assistance from 
the Fund if it had been in operation. The duration of 
the loans will range from 5 years to 20 years. Those of 
longest duration will be granted to finance residential 
construction and the construction of accommodations 
for cattle; 10-16 year loans will be provided to cover the 
expenses of crop rotation; 5-10 year loans are to finance 
machine sheds and poultry houses, modernization and 
repair work, land improvement, etc.; and 5-7 year 
loans, the shortest granted, will be for projects that 
will enhance agricultural productivity. The loans will 
be made available through commercial and savings 
banks. The Fund proposes to issue eight series of bonds, 
with currency periods ranging from 6 to 20 years. Until 
further notice, the rate of interest on these bonds will 
be 614-7 per cent for the 20-year series, 642 per cent for 
the 12-18 year series, and 6 per cent for the 6-10 year 
series. The bonds will be secured on the mortgage 
deeds and other assets of the Fund. 


Source: Bérsen, Copenhagen, Denmark, October 13, 
1960. 


Economic Situation in Sweden 


According to the Swedish Business Cycle Institute, 
expansionary tendencies were visible in the latter part 
of 1959 and the first half of 1960 in almost all branches 
of industry in Sweden, but a survey made in June of 
this year showed tendencies toward stagnation. These 
tendencies have now become clearer. A survey in Sep- 
tember indicates that the industries affected are mainly 
wood, woodpulp, and paper. In addition, there may 
have been a decline in production in the sawmills; 
production in the textile and clothing industries, which 
during the summer was somewhat higher than last year, 
may also be slowing down. Activity in shipbuilding 
and mining, except iron ore mining, has stopped ex- 
panding. On the other hand, output from the iron ore 
mines, iron and steel works, and engineering industries 
has shown a marked increase, and the production of 
food and chemicals has continued to expand. 


Plans for the fourth quarter indicate an increase in 
production of iron ore, metals, forest products (except 
those of the sawmills), foods, and chemicals. It is 
expected that new orders received by most industries, 


except those producing iron and steel and building sup- 
plies, will be the same in the fourth quarter as in the 
third, or will increase only a little. In the shipbuilding 
industry, it is doubtful whether the new orders expected 
will be sufficient to offset the decline in orders on hand. 


Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 
ber 14, 1960. 


Rediscounts in Finland 


The Bank of Finland decided on October 27 to 
increase the maximum penalty rate for rediscounting 
from 3 per cent to 4 per cent. This rate is progressive 
and is in addition to the rediscount rate of 6% per cent. 
The actual payment of a penalty rate depends on the 
individual bank’s indebtedness to the Bank of Finland 
(see this News Survey, Vol. XII, p. 208). The increase 
in the rate aims at limiting the continuous increase in 
the banks’ rediscounts with the Bank of Finland. 


The Bank of Finland will not permit the banks to 
shift the cost of the penalty rate to their customers in 
the form of higher lending rates. According to the 
Bank’s announcement, there is at present no reason for 
a general increase in interest rates. 


Source: Norges Handel og Sjéfartstidende, Oslo, Nor- 
way, October 28, 1960. 


Credit fo Finland from French Banks 


Two French banks, Banque de Paris et des Pays-Bas 
and Banque Francaise du Commerce Extérieur, have 
granted a seven-year dollar credit of $6 million to the 
state-owned Finnish oil refinery, Neste Osakeyhtid. The 
credit is granted without any guarantee or other security, 
and will be used to expand the refinery. 

Source: Norges Handels og Sjéjartstidende, Oslo, Nor- 
way, October 22, 1960. 


Icelandic Exports of Cement 


Arrangements have been made to export, for the 
first time, cement produced in Iceland. A British com- 
pany, The Cement Marketing Company, Ltd., will buy 
20,000 metric tons of cement at the world market price 
of 105s. for Portland cement and 115'%s. for quick- 
drying cement. 

Source: Morgunbladif Reykjavik, Iceland, October 25, 
1960. 


Htalian Trade with USS.R 


Ente Nazionale Idrocarburi (ENI), the oil, natural 
gas, and petrochemical corporation owned by the Italian 
Government, has concluded contracts with the Soviet 
Union for an exchange of goods totaling $200 million 
during the period 1961-65. The enterprises of the ENI 
group will deliver synthetic rubber and also equipment 
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for the 2,500-mile pipeline to be built from Bashkiri 
in the Urals to the industrial countries of Eastern 
Europe. In return, ENI will import 12 million tons of 
Russian crude oil and a substantial supply of fuel oil. 


Apart from these specific contracts, a general trade 
agreement between Italy and the U.S.S.R. covering the 
period 1962-65 will be negotiated in the second half 
of November 1960. In recent years, Italy’s trade with 
the U.S.S.R. has been expanding under the four-year 
agreement signed in December 1957. Italian exports 
during the first half of 1960 amounted to nearly $44 mil- 
lion, which is as much as in the entire year 1959 and 
well above the 1958 figure of $31 million. Imports 
during the first half of 1960 amounted to $61 million; 
in 1959, they were $78 million, and in 1958 they 
amounted to $40 million. 


Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 8 and 13, 1960. 


Greek External Account 

The Greek trade deficit increased from $175 million 
in the first eight months of 1959 to $189.1 million in 
the corresponding period of 1960. Exports were reduced 
by $3.3 million, to $117.2 million, and imports in- 
creased by $10.8 million, to $306.3 million. The expan- 
sion of imports resulted primarily from increased 
purchases of foodstuffs and consumer finished goods; 
machinery imports were less than in 1959. Net receipts 
from invisibles (emigrants’ remittances, shipping, 
tourism) increased by $20.5 million, to $138.1 million. 
Consequently, the balance of payments deficit on cur- 
rent account in the first eight months of 1960 was 
$51 million, i.e., $6.4 million smaller than in the com- 
parable period a year earlier. The over-all balance of 
payments was further strengthened by capital inflow and 
U.S. aid, with the result that official exchange reserves in- 
creased by $20.3 million, or approximately 10 per cent. 


Naftemboriki, Athens, Greece, October 27, 
1960. ' 


Source: 


Far East 
Encouragement of Private Investment in Nepal 


A new industrial policy favoring the development of 
private industry, and the encouragement of foreign in- 
vestment in Nepal has been approved by the Nepalese 
Cabinet and will be presented soon to the Parliament. 
New industries will be given special tax benefits and 
will not have to pay duty on imported machinery. 
Foreign investors will be permitted to remit each year 
profits of at least 10 per cent of the capital which they 
have invested. 


Cottage and small industries, i.c., those with invest- 
ments of up to $26,000, will be reserved for Nepalese 


nationals, who will also be given preference in medium- 
sized industries, i.e., those with investments of up to 
$130,000. Foreigners will be encouraged to invest in 
larger industries. 

Nationalization of industry is not the policy of the 
Nepalese Government; however, if for reasons of over- 
riding public good an industry is nationalized, full com- 
pensation is guaranteed. 


The U.S. and the Nepalese Governments signed in 
May 1960 an investment guarantee agreement covering 
expropriation, inconvertibility, and war risks. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., August 29, 1960. 


Exchange Restrictions in Ceylon 

Under Ceylon’s new regulations covering foreign 
exchange for tourist travel (see this News Survey, 
Vol. XII, p. 525), Ceylonese residents who have trav- 
eled abroad on holiday in the past five years will be 
allowed no further exchange in future; for others, each 
application will have to be approved by the Controller 
of Exchange, and the exchange granted will be limited 
to £150 for a period of four years. 


Ceylonese who wish to emigrate will in future be 
allowed £150 per adult and £75 per child under 12 years 
of age; they will also be allowed to receive remittances 
of income after local liabilities, such as income tax, 
have been discharged. Previously, Ceylonese nationals 
who emigrated were allowed to transfer up to Rs 100,000 
(£7,500) per family unit, plus such remittances after 
the discharge of local liabilities. Persons of other nation- 
alities will be permitted to repatriate a maximum of 
Rs 25,000 in the next 12 months. Facilities for sending 
free gift parcels not exceeding Rs 50 and the remittance 
of Rs 50 per month to any sterling country by Ceylonese 
residents have also been withdrawn. 


All residents of Ceylon, i.e., companies, firms, and 
individuals, are required to declare any assets that they 
held abroad on September 30, 1960. The declaration 
will have to be supported by certified documents and 
be submitted before November 15, 1960. 


Sources: Ceylon News, Colombo, Ceylon, September 8 
and October 20 and 27, 1960. 


Relaxation of Foreign Exchange Controls in Thailand 


The Bank of Thailand has announced that commercial 
banks and authorized dealers may now sell foreign 
exchange without obtaining, in most cases, prior 
approval of the Bank of Thailand, as formerly required. 
Forms and documents have been reduced in number 
and have been simplified. The easing of foreign exchange 
controls has been made possible by the improvement in 
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Thailand’s international payments situation and the sta- 
bility of the baht. Some restrictions on exchange deal- 
ings have been retained, however, to prevent the flight 
of capital and the accumulation of exchange holdings 
abroad by individuals. 


Source: The Bangkok Post, Bangkok, Thailand, Octo- 
ber 5, 1960. 


Economic Situation in Viet-Wam 


In his message to the opening session of the National 
Assembly on October 3, the President of the Republic 
of Viet-Nam reviewed the economic situation during 
the year then ended. The increase in production which 
occurred in every branch of activity was made especially 
important by the decrease in U.S. aid, from about 
US$300 million in 1955 to about US$150 million. 


Implementation of the land reform is almost com- 
pleted, 457,149 hectares of land having been distributed 
to 122,802 farmer families; it is due to be completed 
during 1961. Another fundamental policy, the establish- 
ment of agricultural development centers aiming at the 
relocation of displaced persons and farmers from the 
overpopulated east coast, was also successfully pursued: 
42 new centers, which received 50,700 persons and 
opened up 101,500 hectares to cultivation, were created. 
Of this new area under cultivation, nearly half was 
devoted to industrial crops and fruit trees and the 
rest was planted with rice. The total new area under 
rice cultivation during 1959 amounted to 168,300 hec- 
tares, making possible a record paddy production of 
5,380,000 tons, nearly 1 million tons more than in the 
preceding year. As a result, it is estimated that 400,000 
tons of rice will be exported in 1960; in fact, 
320,000 tons have already been exported, a gain of 
150,000 tons over exports in 1959. 


In an effort to diversify the economy and produce 
import substitutes, emphasis was put on the production 
of natural fibers. Production of kenaf, jute, and ramie 
together reached 5,800 tons, which was absorbed en- 
tirely by the local bag and fishing-net industries. Pilot 
production of cotton was satisfactory, and it is now 
planned to devote 3,000 hectares to cotton cultivation, 
with an expected yield of 2 tons per hectare. 


Government aid to agriculture took the form of loans 
granted to peasants through the National Agricultural 
Credit Office (NACO); during the last four years the 
amount of such loans totaled VN$2,280 million. The 
Government also aided farmers by providing chemical 
fertilizers at low prices, agricultural implements, and 
farm animals. Aid to rubber planters, also controlled 
by NACO, amounted to VN$400 million, which made 
it possible to bring an additional 8,500 hectares under 
cultivation and to replace old trees. 


In the industrial sector, the most rapid expansion was 
in the textile industry. A plant comprising 7,600 spindles 
has been put into operation recently. Productive capacity 
is being further increased, and about 130,000 spindles 
and 2,900 looms will be added to the existing capacity 
when the plants being built or being planned reach 
completion in the next few years. This additional capac- 
ity is expected to be sufficient to meet all domestic 
textile needs. 


Plant capacity has also been expanded for the pro- 
duction of sugar, paper, glassware, cement, and wood 
products. Plans are being made for the construction of 
factories for condensed milk, flour, bicycle tires, 
blankets, and chemical and pharmaceutical products. 


The Government has also given attention to the 
development of hydroelectric power (under the repara- 
tions agreement with Japan); coal mining; road, canal, 
and railroad transportation; telecommunications; and 
education. 


In addition to U.S. aid and Japanese aid under the 
reparations agreement, Viet-Nam is receiving aid from 
France and from the Colombo Plan countries. 
Source: L’Information du Viet-Nam Economique et 

Financiére, Saigon, Viet-Nam, October 6, 1960. 


United States 


Changes in U.S. Bank Reserve Requirements 

The Board of Governors of the Federal Reserve 
System has made three changes in its regulations relat- 
ing to bank reserves and reserve requirements: (1) be- 
ginning November 24, member banks will be authorized 
to count all their vault cash in meeting their reserve 
requirements; (2) also effective November 24, the 
reserve requirements of “country banks” against their 
net demand deposits will be raised from 11 per cent to 
12 per cent; and (3) effective December 1, reserve 
requirements of central reserve city banks, now 
17% per cent, will become 16% per cent. 


These actions are the third in a series taken during 
the past year to implement a 1959 Act of Congress 
relating to vault cash and reserve requirements (see this 
News Survey, Vol. XI, pp. 186 and 458). 


Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D.C., 
October 26, 1960. 


Other Countries 


Nigeria's Sterling Assets 

Nigeria’s sterling assets, which had declined from 
£243.1 million at the end of 1957 to £213.6 million at 
the end of 1958, increased to £222.3 million by 
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the end of 1959. The 1959 total comprises holdings 
of £70.5 million by the Federal and Regional Gov- 
ernments, £34.0 million by the Marketing Boards, and 
£20.7 million by other semiofficial bodies, and also 
sterling backing of about £82.5 million for currency 
issued in Nigeria, £11.6 million of sterling balances 
(net) of commercial banks, and £3.0 million of sterling 
held by the Post Office Savings Bank. Since it is not 
known how much of the former West African currency 
is in circulation in Nigeria, the figure for the sterling 
backing for currency issued, and therefore the totals, 
are partly estimated. 

Source: Federal Office of Statistics, Digest of Statistics, 

Lagos, Nigeria, July 1960. 


Outflow of Capital from British East Africa 

Commenting on the increase in commercial bank 
interest rates in British East Africa (see this News Sur- 
vey, Vol. XII, p. 544), the Financial Times says that, 
unlike previous changes in rates, the latest increase has 
not resulted from a change in the U.K. bank rate, but 
from a deterioration in the East African banks’ liquidity 
position. On March 31, 1960, the liquidity ratio of 
these banks (liquidity includes cash and net balances 
held with overseas head offices) had fallen to 14 per 
cent, from 26 per cent a year earlier. More receni data 
are not yet available, but it has been suggested that the 
ratio may have fallen to less than 7 per cent on June 30, 
1960 and that a further decline has occurred since then. 
The banks may even be approaching a position where 
they are net borrowers from their head offices. 

The reason for the decline in the ratio is the outflow 
of capital from East Africa, which, according to a state- 
ment by Kenya’s Deputy Minister for Finance, has con- 
tinued at a rate of roughly £1 million per month since 
February of this year. A movement of this kind directly 
affects the liquidity of the local banks, as foreign 
exchange (including U.K. sterling) has to be provided 
out of the banks’ balances with their head offices. 
These balances have been further reduced by the large 
volume of imports during the first six months of 1960. 
In this period, imports into East Africa amounted to 
£66 million, 16 per cent higher than in the first half of 
1959; since export earnings rose only slightly (from 
£61.9 million to £62.5 million), there was a trade deficit 
of £3.5 million in January-June 1960, compared with 
a surplus of £5.3 million in the same period of 1959. 
Source: The Financial Times, London, England, Octo- 

ber 20, 1960. 


Mineral Survey in Surinam 

An agreement that provides for a $1.5 million detailed 
geophysical survey of the mineral resources of Surinam 
was signed in Washington on October 19 by representa- 
tives of the International Bank for Reconstruction and 
Development and the Government of Surinam. The 


project is one approved earlier by the United Nations 
Special Fund, which has allocated $770,000 to the cost 
of the survey, to be carried out over the next two to 
three years; the remainder of the cost will be borne by 
the Government of Surinam. The purpose of the project 
is to provide information on the possible existence of 
commercial minerals in Surinam, such as iron ore, 
titanium, copper, nickel, and cobalt, and also radioactive 
minerals. The World Bank is Executing Agent for the 
Special Fund in connection with the project. 
Preliminary airborne reconnaissance, carried out by 
the Government of Surinam as a part of its Ten-Year 
Development Plan, has delineated a number of areas in 
the country which justify further geophysical study. An 
intensive airborne and ground geophysical survey will be 
made of areas that the preliminary reconnaissance indi- 
cated might be promising sources of commercial min- 
erals. The Special Fund will contribute to the cost of 
airborne operations and of geophysical instruments and 
diamond drills. The Surinam Government's contribution 
of about $800,000 will provide for direct logistical sup- 
port of the airborne survey, the provision of ground 
and geophysical crews—including air transport—and 
laboratory facilities. 
Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
October 19, 1960. 


Fund Transactions 

The record of Fund transactions published in /nter- 
national Financial Statistics, November 1960, shows 
that in September Argentina purchased US$7 million 
under its stand-by arrangement with the Fund. The 
equivalent of $1.3 million was repurchased by Haiti, 
$2.7 million by the Egyptian Region of the United 
Arab Republic, and $56.0 million by the United King- 
dom. New stand-by arrangements, effective October 1, 
1960, were agreed with Haiti and El Salvador (see this 
News Survey, Vol. XII, p. 522). 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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